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SUBJECT: GOVERNMENT OF MALAYSIA ANNOUNCES LOWCOST HOUSING SCHEME 

1 . BEGIN UNCLASSIFIED. ADDRESSING MAJOR SOCIAL OBJECTIVE OF 
THIRD MALAYSIA PLAN, GOM HAS ANNOUNCED HOUSING LOAN SCHEME 
FOR NON-HOUSE OWNER LOW INCOME GROUPS, EFFECTIVE JANUARY 1, 

1977. 

2. SCHEME WILL PROVIDE TO LOW CREDIT STANDING EMPLOYEES 
PROVIDENT FUND (EPF) CONTRIBUTORS AND TO NON-EPF CONTRIBUTORS 
WITH INCOME LESS THAN M$500 PER MONTH, 5.5 PERCENT, OWENTY-YEAR 
LOANS TO FINANCE UP TO 90 PERCENT OF VALUE OF NEW HOUSES AND 
LAND. EPF CONTRIBUTORS MAY FINANCE REMAINING 10 PERCENT BY 
DRAWING ON DEPOSITS TO THEIR CREDIT IN EPF. 

3. PREFERENCES GIVEN TO HOUSES AND LAND IN M$6,000-M 12,000 
CATEGORY WITH MAXIMUM 

OF M$20,000. MONTHLY REPAYMENT SHALL 

NOT EXCEED ONE-THIRD OF COMBINED INCOME OF BORROWER AND 
SPOUSE. PURCHASE OF MORTGAGE LIFE INSURANCE REQUIRED. 

HOUSES MUST BE APPROVED BY MALAYSIAN BUILDING SOCIETY BERHAD 
(MBSB) WHICH WILL ADMINISTER SCHEME. DESIGN COMPETITION 
WILL BE ORGANIZED BY ARCHITECTS ASSOCIATES OF MALAYSIA. 

4. BANK NEGARA AND EPF PROVIDING REVOLVING FUND OF M$400 
MILLION FOR SCHEME; M$60 MILLION IN 1977, M$90 MILLION IN 
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1978, M$120 MILLION IN 1979 AND M$130 MILLION IN 1980. 


Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 



Margaret P. Grafeld Declassified/Released US Department of State EO Systematic Review 04 MAY 2006 


5. SCHEME INITIALLY LIMITED TO PENINSULAR MALAYSIA. 

MINISTRY HOUSING AND VILLAGE DEVELOPMENT WILL PROVIDE BASIC 
GUIDELINES FOR SCHEME TO ASSURE THAT IT IS MULTI-RACIAL 

IN CHARACTER IN LINE WITH GOVERNMENT OBJECTIVES". HOUSING 
MINISTER MICHAEL CHEN HAS INDICATED THAT SCHEME WILL INCLUDE 
LOW-COST APARTMENTS. 

6. PRESS REPORTS MBSB CHAIRMAN SAYING THAT HOUSING DEVELOP- 
MENTS IN SELANGOR, IPOH AND JOHORE IN M$15,000-M$17,000 RANGE 
HAVE ALREADY BEEN APPROVED UNDER SCHEME WITH CONSTRUCTION TO 
BEGIN EARLY 1977. END UNCLASSIFIED. 

7. BEGIN LIMITED OFFICIAL USE. COMMENT: SCHEME ADDRESSES 
SIGNIFICANT PROBLEM OF REALLY LOW-INCOME HOUSING AND 
SUPPLEMENTS EARLIER GOM EFFORTS THROUGH CREDIT GUARANTEE 
CORPORATION AND MONETARY POLICY GUIDELINES WHICH ASSIGN 
PRIORITY TO HOUSING LOANS FOR COMMERCIAL BANK LENDING, BUT 
WHICH IN PRACTICE FOCUSED ON MEDIUM TO HIGH COST HOUSING. 
APPLICANTS FOR LOANS WILL QUICKLY EXCEED FUNDS AVAILABLE. 

OTHER PROBLEMS INCLUDE ALLOCATION OF LAND BY STATES FOR 
THIS PURPOSE AND DIVISION OF LOANS BETWEEN RACES. EVEN 
FULL UTILIZATION OF M$400 MILLION AT AVERAGE COST OF 

M$ 10,000 PROVIDES ONLY 40,000 HOUSES, LESS THAN 10 PERCENT 
OF TMP TARGET OF 482,800 UNITS. BESIDES ADDRESSING POVERTY 
ISSUE AND PROVIDING INDIVIDUAL STAKE IN SOCIETY, 

SCHEME ALSO DESIGNED TO STIMULATE PRIVATE INVESTMENT 
GENERAL ECONOMIC RECOVERY AND WHICH MUST BE HEAVILY RELIED 
UPON IF TMP HOUSING GOALS ARE TO BE MET. 
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